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A mixed quarter as growing uncertainty weighed in markets 
 
The third quarter was something of a mixed bag, with markets remaining steady in July following 
the strong recovery towards the end of the second quarter. This was followed by a remarkably 
strong August before turning into a more volatile September. 
 
Traditionally, August is a slower month for markets as peak holiday season hits. However, the 
ongoing restrictions and concerns of the coronavirus pandemic instead meant the main US 
indices - all recorded their best August in decades, driven primarily by growth stocks, and in 
particular technology. 
 
While you could argue the falls in September were a market correction to technology moving too 
far and too fast through a 'fear of missing out' trade from investors, there are other potential 
reasons for the reaction. This ranges from uncertainty over the forthcoming US Presidential 
election, concerns over the timeframe of a coronavirus vaccine and potential for a second wave, 
and the impasse on a further US coronavirus relief package. 
 
From here the outlook remains uncertain, it is clear we're not yet past coronavirus, especially as 
we head into the traditional flu season. Meanwhile, the closeness of the US election, 
exacerbated by the row over the next pick for the US Supreme Court following the death of Ruth 
Bader Ginsburg, could result in a very volatile environment for the next six weeks. 
 



The worst outcome for the US election would be one where it is so close neither side concedes, 
potentially leading to a court battle, which if it ends up in the Supreme Court could make the new 
judge more important than ever. Should this happen the subsequent legal dispute could drag out 
the uncertainty for weeks after the result should have been known, suggesting there may be 
additional volatility through to the beginning of December. 
 
With this much uncertainty it makes sense to us to take some risk off the table until some of 
these issues are resolved. During the third quarter rebalance we did exactly that, preparing our 
portfolios as much as we can for the unexpected, but remaining vigilant and able to act quickly 
should we need to as the events of the next quarter unfold with adjustments or an ad hoe 
rebalance if required. 
 


